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The President's Scraich-Pad 


The recently 
launched Produc- 
tion Drive of the 
War Production 
Board offers man- 
agement and _ la- 
bor an opportu- 
nity to give the 
war effort a tre- 
mendous push 
and at the same 
time to present a 
picture of indus- 
trial unity to the American public. Every- 
thing depends upon how the two par- 
ties choose to regard the Drive. 


Opportunities One thing is cer- 
of the War Pro- ‘'": however. It 


Tiatiiian Minit strikes closer to 
the heart of em- 


ployer-employee relations than anything 
the government has yet done in the field 
of industrial relations for, instead of being 
regulatory and restrictive, its purpose is 
to promote cooperation between compa- 
nies and their employees. And, indeed, 
even if the Drive produces many sugges- 
tions from workers (and there is no doubt 
that it will), these will be of small im- 
portance if one other result is accom- 
plished: If rank-and-file employees be- 
gin to obtain a better understanding of 
management's problems and acquire some 
awareness of the management point of 
view. 


ALVIN E. Dopp 


Already many leading concerns have 
developed the machinery for their local 
Drives and are working out a pattern for 
the rest of industry. If the real values of 
the Drive are to be realized, companies 
must enter into it in a wholehearted and 
positive way. There are certain funda- 
mental considerations, however, that 
should be taken into account at the out- 
set. Some of these might be enumerated 
as follows: 

(1) There should be a definite under- 
standing between the management and 
the union that decisions as to the merit 
and feasibility of suggestions developed 
through the committee system are to rest 
solely with management. (2) It should 
also be understood that the Drive is not 
intended to place managerial prerogatives 
in the hands of the employees or the 





union. (3) All matters bearing on col- 
lective bargaining rising out of the Drive 
should be reserved for handling through 
the established collective bargaining ma- 
chinery. (4) Operation of the union 
committee should not be the cause of //me 
out from productive work on the part of 
any employees. (5) Management will be 
well advised at the outset to “‘sell’’ the 
plan and the spirit behind it to the su- 
pervisory staff. If this is not done, some 
supervisors may feel as the Drive matures 
that they are being by-passed or circum- 
vented by the worker committees. 

Yet, despite this Drive and other 
morale-building measures which are now 
being widely adopted in individual com- 
panies, these are not enough to counteract 
outside elements that are injuring morale. 
Certainly, it must be disquieting to the 
average rank-and-file factory worker to 
hear charges that dollar-a-year men are 
furthering their own interests in the WPB. 
And it must also be disconcerting to hear 
the Assistant Attorney General of the 
United States declare that labor unions 
are preventing efficient use of men and 
machines. 


“The Fault, Dear — This contnlaty 
Brutus, Is... wingihal ional 


fas tious back- 
In Ourselves ground for the 


launching of a War Production Drive. 
Some may say that such demonstrations 
are a regrettable but characteristic feature 
of the democratic system. In the present 
instance, however, it would seem the 
causes and implications go far beyond our 
system into ‘the great mistrusts”’ that have 
been the incubi of all social and indus- 
trial progress in recent years—distrusts 
among the men of government, business 
and labor. If these mistrusts are per- 
mitted to persist, if they continue to be 
exploited—then our war effort will fail, 
for, if we cannot trust each other now, 
we may never have the opportunity to do 
so in the future. 

And if our effort does fail, let’s not 
blame our system—let’s blame ourselves. 

The fault, dear Brutus, is not in our stars, 

But in ourselves, that we are underlings. 


Lrburw & boda. 











BUSINESS 
OUTLOOK 


Forward Movement Resumed 
After Mild Slump; 
Contrasting Trends Continue 

A new forward movement in business 
activity is under way after a mild slump 
caused by the shutdown in auto produc- 
tion. The feverish pace on the produc- 
tion front has been resumed as new plants 
have come into operation and conversion 
of civilian industries has been stepped up. 
The time needed for the changeover to 
war production is proving shorter than 
anticipated; in the automotive industry, 
for instance, it is predicted that as many 
persons will be reemployed in war work 
by next summer as were engaged in auto 
production at the spring peak in 1941. 

The over-all business picture continues 
to be one of contrasting trends. Thus, on 
the favorable side is the prediction of the 
Department of Commerce that production 
in 1942 will be 15 per cent greater than 
last year. However, since 53 per cent of 
total output will be devoted to war pur- 
poses, more and more civilian lines face 
extinction. 

National income this year will advance 
to new record levels. Along with the 
recent rise in income, however, inflation- 
ary tendencies have become more pro- 
nounced. With soaring farm prices, new 
wage demands, and the steep rise in Fed- 
eral debt, the Administration's attempts 
to check the inflation spiral are proving 
difficult. 

Despite the rapid absorption of work- 
ers into war industry, “priorities unem- 
ployment’ has risen substantially. From 
December to January, for instance, the 
number of unemployed advanced sharply 
from 3,597,000 to 5,073,000—practically 
erasing all the progress achieved in the 
last half of 1941. In addition, the rise 
in workers’ “real” wages—which has to- 
taled 25 per cent since the outbreak of 
war—has ceased; increases in wage rates 
may continue, but scarcity of goods is 
likely to nullify any future advances. 

Non-defense construction is on the way 
out. Licenses will soon be required on 
all construction projects, and the WPB 
has indicated that for the most part only 

(Continued on back page) 
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The national income declined in January for 
the third consecutive month. However, the de- 
crease was purely seasonal, and income in Janu- 
ary was 38.4% larger than in the corresponding 
month last year. The prospect is that the upward 
trend will be resumed in March and that 1942 in- 
come will reach a new high record (March 21). 


The feverish pace of general business slack- 
ened somewhat in February, as production of 
some civilian lines was cut off. However, the 
plants will be humming soon with war work. 
Brookmire’s index for February dropped 1.8% 
from the previous month’s figure but was still 
10.1% above February, 1941 (March 4). 





Business Week's index of general busines 
tivity has advanced to 175.2—16% above a 
ago and a full 40% higher than the best ° 
of 1937. The rate of gain has been step 
up recently, and it is readily conceivable 
the index will rise above 200 this year (M 
Zi}. 





Expenditures by the Federal Government in 
the first eight months of the current fiscal year 
totaled $16,814,000,000—over double that spent 
in the corresponding period last year. The pros- 
pect is for further expansion in spending, which 
will contribute extensively to the development 
of inflation (March 21). 


The ‘‘war against inflation” is suffering seri- 
ous reverses. Even with additional price ceilings 
and widespread rationing in time—plus appro- 
priate fiscal, tax and savings measures—it will 
not be easy to contain the steam that is steadily 
building up in the inflation boiler (March 4). 





The technical indication supplied by the course 
of brokers’ loans and stock values shows a re- 
versal of the previous favorable implication. 
Stock values have declined, while the brokers’ 
loan total has registered a more than fractional 
increase—combining to produce the unfavorable 
negative correlation (March 19). 


Stock prices are so low relative to most yard- 
sticks that, even after allowing for reduced profit 
margins, mounting taxes, and other complica- 
tions, there is still plenty of reason to wonder 
whether the market pessimism is being overdone 
(March 18). 





Production 


The drop in the production index from 131.6 
in December to 124.6 in January was due wholly 
to seasonal curtailment in farm shipments. Com- 
pared with a year ago, all major economic fields 
reported an increase in production. Manufactur- 
ing showed a gain of 24%, mine output a gain of 
11%, farm shipments a gain of 3% (Mar. 21). 


The value of machine-tool shipments for Janu- 
ary reached $85,200,000, a gain of 0.1% over 
December but of 68.0% over January, 1941. 
Steel plants were operating at 97.2% of capacity 
in January, up 2.3% from December, off 0.3% 
from January, 1941 (March 4). 


Speculative bonds have been going up p 
briskly recently, which clearly indicates a st 
to-bond switch of major proportions that ca 
ascribed only to tax considerations. The | 
average of industrial bonds this week stoo 
106.0, which compares with 101.8 a year 
(March 14). 





Business Week's Index of Speculative C 
dence is now at another all-time low—as it 
tors and speculators continue to place a dii 
ishing value on a given volume of busi 
activity. For, though total production has rea 
record highs, stocks have been declining (M 
21). 





Production has begun to climb again, sl 
but surely, and Business Week's index has rea 
a new all-time high. New factories coming 
operation, rapid conversion of non-defense pl 
and a general step-up in hours worked per 
have averted the relapse which threatened ; 
the automobile shutdown (March 21). 





Distribution 


The value of retail sales rose last year to a 
record level. The year 1942 started out with the 
value of retail trade running above last year's 
peak, though the quantity of goods sold in Jan- 
uary was 2.5% below January, ’41. Any expan- 
sion in the value of retail sales this year is 
likely to be relatively small (March 14). 


Taking 1923 as 100, the cost-of-living index 
stood at 94.5 for January, 1942, a gain of 6.3% 
And the 
record shows that the rate of advance is picking 
up substantially (March 4). 


over the previous six-month period. 


The sales-tax campaign is swinging into ] 
—and it will be hard to stop. A majorit, 
both Senate and House revenue committees — 
favor some kind of sales levy. Most li 
choice at the moment is a 5% retail tax, » 
exemptions for food, medicine and cheap cl 
ing, to bring in a couple of billion (March : 





Construction 


It is believed that the War Production Board 
may soon issue an order stopping all construction 
work and making it necessary thereafter to ob- 
tain licenses on all new construction (March 
21). 


The Engineering News-Record weekly average 
of building engineering contracts for January 
was $125,800,000, which represents a jump of 
93.8% over December, but a rise of only 7.6% 
over January, 1941 (March 4). 


A halt will be called soon to virtually all 1 
defense construction; as in the last war, lice 
will be necessary to build. Certain except 
will be made on homes near defense pl: 
residential building of less than $1,000, and 
haps some low-cost non-residential construc 
(March 21). 





Agriculture 


The number of cattle, hogs and sheep on farms 
in the United States increased during 1941, 
while the number of horses and mules declined. 
The total value of livestock rose to $6,591,000,- 
000 at the beginning of 1942 from $5,027,000,- 
000 a year ago, exceeding the depression’s low of 
$2,773,000,000 by a wide margin (March 7). 


Farm income for December (Dept. of Agri- 
culture’s seasonally adjusted index, 1935-9100) 
rose 19% above the previous month’s figure. 
The index registered 185.0, 56.8% above the 
index for December, 1941 (March 4). 


Cotton planting in 1942 will be geared to 
needs. This will arise partly from a 4,000, 
acre boost in planting and partly from hi, 
loans on long-staple cotton to encourage grec 
of this more expensive type. In 1941, gro 
were induced to underplant by more than 4,( 
000 acres (March 14). 





Commodity 
Prices 





Labor and 
Wages 


The wholesale price index, on the basis of 
1929 as 100, rose to 100.7 in January from 98.2 
in December and from the pre-war figure of 
78.8 in August, 1939. Prices in January were 
thus 27.8% higher than at the outbreak of the 


war (March 21). 


An irregular rise in commodity prices has re- 
sulted from the system of curbing some prices 
while others are allowed to go up materially. 
The pressure of blocks in Washington has kept 
farm prices in the lead, whereas metals have 
been allowed to rise very little (March 18). 


In the latest week for which figures are a 
able, Moody's Spot Commodity Index aver: 
229.8, which compares with 228.1 a month 
and 181.2 a year ago (Dec. 31, 193i=11 
USBLS price index of industrial raw mate 
averages 154.1, which compares with 130. 
year ago (Aug., 1939=100) (March 21). 





The number of unemployed in this country 
rose sharply to 5,073,000 in January from 3,597,- 
000 in December, when unemployment reached 
the lowest figure since November, 1929. The 
increase from December to January practically 
erased the entire reduction in unemployment 
during the last five months of 1941 (March 14). 


The recent War Labor Board ruling against a 
substantial wage boost and union shop clause in 
a copper case, the agitation to modify working 
hour restrictions on defense projects, the hotter 
feeling against strikes—all may awaken a stif- 
fening attitude toward excessive wage demands 
in this emergency (March 4) . 


Critical issue of the moment is the overt 
provision of the wage-hour law. Out-and 
elimination of the incentive for working | 
hours might well result in absenteeism, w1 
has plagued Britain and Germany. In fact, ¢ 
many, after abolishing overtime, later restore 
because of declines in output (March 21). 





Foreign Trade 
and 
Conditions 








During 1940, 21% of our total imports came 
from the Dutch East Indies and Malaya. De- 
velopment of raw material resources in Latin 
America to provide a supply of the commodities 
which have been lost to the Japanese will play 
an important role in alleviating the shortage of 
these commodities in this country (Mar. 7-21). 





The shortage of ships indicates that exports 
other than those vital to prosecution of the war 
will be drastically curtailed. Lack of cargo space 
also means that imports of products not genu- 
inely essential are likely to be severely curbed 
in the future (March 18). 





In the first year of the Lend-Lease Act, wl 
ended March 11, Washington spent $2,570,0 
000 for defense aid for other United Nati 
but only $1,100,000,000 worth of goods 
actually exported. However, lend-lease ex 
are now flowing out of this country at the 
of nearly $600,000,000 a month (March 21 
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neral business ac- 
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this year (March 


In the period of conversion, entailing the ac- 
celerated curtailment of consumers’ goods output, 
industry still reports progress in raising total 
output. The retail boom died out in February, but 
spring buying had an early start in March, sales 
keeping well ahead of 1941. Prices were relatively 
steady at wholesale, upward at retail (March). 


War stuff is rolling off the lines in real quan- 
tity. However, because we cannot soon increase 
steel output—the backbone of armaments—it 
may well be that our total volume of industrial 
production will not increase in 1942 to levels 
much above those of ’41, though the indexes 
will make totals appear to advance (Mar. 16). 





As estimates of the time needed for conversion 
shorten, the problem of “‘priorities unemploy- 
ment” shrinks. Confidence that the changeover 
period will pass without a slackening in aggre- 
gate output is increasing, and the time when a 
more pronounced forward movement may be ex- 
pected is moving nearer (March). 





going up pretty 
indicates a stock- 
tions that can be 
ions. The price 
is week stood at 
01.8 a year ago 


Bank clearings (23 cities) totaled $26,003,434,- 
000 in February, off from $31,483,395,000 in 
January but 15% above the volume in the cor- 
responding month a year ago. The adjusted in- 
solvency index (failures) rose from 45.3 in 
January to 50.4 in February, comparing with 
62.0 last February (April). 


At the moment, there is reason to hope, at 
least, that the inflationary spiral may be checked 
by a halt to the farm price advance. But it is 
hardly to be doubted, however, that the move- 
ment will receive a fresh impetus if wages are 
generally attached to cost-of-living indexes 
(March). 
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Industrial stock prices sagged lower during 
February and early March. At 100 in mid- 
March, the Dow-Jones average compared with 
123 a year ago. Transactions on the New York 
Exchange averaged less than 400,000 shares daily 
(March). 








Operations of newly constructed plants gave a 
boost to war production. Seasonally adjusted, the 
FRB index of total industrial activity was esti- 
mated at 173 in February, up from 171 a month 
earlier. The increase occurred despite the cessa- 
tion of automobile output and further reduction 
in other durable consumers’ industries (March). 


Production volume remained unchanged during 
the past three months from the record level es- 
tablished in November—18% above normal. Pro- 
duction has been expanding since May, 1940—al- 
though after the middle of 1941 curtailment in 
output of consumers’ durable goods almost can- 
celed the rise in war production (March 16). 


The U. S. Department of Commerce estimates 
that. the production average for 1942 will reach 
180, a gain of 15% over 1941 (1935-39=100). 
Of this total, it expects that 53% will be for 
war purposes, which means that the 1942 produc- 
tion of civilian goods will be 31% below that 
of 1941 (March). 





February was a relatively uneventful month 
for trade after January's rush of scare buying, 
although some lines continued to report spurts 
of stock-up demand. The FRB adjusted index 
of department store sales was 125 in February, 
off from 138 in January but well above the 103 
in February a year ago (March). 


Retail trade continues in large volume as in- 
dividuals appraise future shortages and as they 
fear higher prices. The effect of the ban on 
sales of new passenger automobiles has been 
more than offset by increases in purchases in 
department stores, variety chain stores and mail- 
order houses (March 16). 


The purchasing power created by the record 
production expected in 1942, to the extent that 
it is not diverted to the Treasury, will be avail- 
able to buy curtailed civilian output. The prob- 
lem of merchants generally will be to obtain 
merchandise rather than to sell it (March). 





The volume of building permits increased to 
$88,485,669 in February from January's low of 
$62,323,750. Figures for 215 cities continued 
smaller than last year’s and the total for the two 
months was 24.3% under 1941 (April). 


The volume of military construction alone is 
now at an annual rate as great as the total of 
all new construction in 1940. There is little 
doubt that military and naval building, and ex- 
pansion of industrial facilities, will raise total 
construction in °42 to record levels. Private 
building will decline sharply (March 16). 





While the bill to prevent sale of government- 
controlled farm commodities at less than 100% 
of parity has been passed by the Senate, its fate 
in the House, where urban consumers have 
larger representation, is less certain. In any case 
the President will veto it (March). 





For wholesale commodity prices, the sidewise 
trend of February continued into the first half 
of March; at mid-month the daily index of 30 
basic commodities was unchanged from the 
previous month, only fractionally above mid- 
January. Retail prices, according to the Fairchild 
index, were up 15% in February (March). 





Conversion unemployment has proved so far to 
be more moderate than predictions indicated. 
Total unemployment increased to 4,150,000 in 
January, according to NICB reports, but pre- 
liminary estimates for February indicate no fur- 
ther decline in that month (March). 


One of our toughest problems is that of se- 
curing sufficient amounts of the scarce metals— 
e.g., tungsten, nickel, copper, chromium, tin. 
While it is true we have more of the scarce 
metals than any other nation, our armament 
needs are so heavy that we must rigorously cur- 
tail civilian use of such commodities (Mar. 16). 





It now seems evident that there are going to 
be sufficient resources of industrial labor, and 
of skilled 


yet to secure. 


even management, which is harder 


The aggregate of man-hours in 
manufacturing is certain to increase (March 16). 





The action of prices during the month has 
been encouraging not only because the uptrend 
in the staple commodity markets has been 
checked but because Mr. Henderson and Secre- 
tary Wickard have plainly stated that they will 
try to prevent excessive farm price rises (March). 





Since August the rise in weekly wages has 
only about kept pace with the rise in the cost 
of living; ‘real’ wages have ceased to advance. 
This is the basis of labor's new demands. They 
are designed to maintain a 25% rise in real 
wages that has occurred since the war began 
(March). 








Our need for merchant shipping poses an 
acute problem; it applies to the Great Lakes as 
well as to the oceans. However, the President 
has said that we shall build 8,000,000 gross tons 
of new merchant shipping this year—more than 
Japan’s entire merchant fleet (March 16). 
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Wartime Packaging Problems To Be Reviewed 


At April Sessions in New York 


The first comprehensive, factual analysis of measures that have been taken by vari- 
ous companies to adjust their operations to material shortages in packaging, packing 
and shipping will be presented at the Twelfth Annual Packaging Conference of the 
American Management Association, to be held concurrently with the Twelfth Packaging 
Exposition at the Hotel Astor, New York City, April 14 to 17 inclusive. The sessions 


have been planned under the direction of —————— 


Oliver F. Benz, Development Division, 
E. I. du Pont de Nemours & Company, 
Inc., who is Vice President of AMA in 
charge of the Packaging Division. 

The Conference program, departing 
radically from the traditional approach 
to packaging, packing and shipping prob- 
lems, will center about measures success- 
fully employed to align packaging activi- 
ties with the war-created problem of exist- 
ing and impending material shortages. 
Major emphasis will be placed on case 
stories relating the experience of a wide 
variety of companies in meeting this sit- 
uation. 

These case stories will review what 
companies have done in such phases of 
packaging as: conservation and salvage; 
standardization and simplification ; the use 
of substitute materials. One of the most 
important sessions will be devoted to a 
questions - and - answers discussion of 
Washington plans on packaging materials. 
Ten representatives of the Containers 
Branch of the War Production Board will 
participate in the discussion, 

Such specific topics will be considered 
as: The Over-All Packaging Picture To- 
day; Unit Packaging and Packaging Ma- 
chinery; Wartime Packaging—the For- 
ward Viewpoint; Informative Labeling 
Under Conditions of Price Control and 
Material Shortage; The Packaging of De- 
hydrated Foods; Wooden Barrels Go to 
War. 

Among the speakers will be: Walter 
P. Paepcke, President, Container Corpo- 
ration of America, Chicago, Illinois; Joel 
Y. Lund, Vice President, Lambert Phar- 
macal Company, St. Louis, Missouri, and 
President, Packaging Institute; H. H. 
Leonard, President, Packaging Machinery 
Corporation, Buffalo, New York; Irwin 
D. Wolf, Vice President, Kaufmann De- 
partment Stores, Inc., Pittsburgh, Penn. ; 
Roger Wolcott, Executive Secretary, Na- 
tional Consumer-Retailer Council, Inc., 
New York, N. Y.; L. K. Harper, Vice 
President, Sardik Food Products Corpora- 
tion, New York, N. Y.; Leonard R. Stei- 
del, Manager, J. H. Hamlen and Son, Lit- 
tle Rock, Arkansas, and President, Assoct- 
ated Cooperage Industries of America, Inc. 


Insurance Meeting Planned 


The Spring Conference of the Insur- 
ance Division of AMA will be held on 
May 27 and 28 in New York City. Among 
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Heads Packaging Sessions 


OLiver F. BENZ 





General Foods Container 
Wins AMA Packaging 
Award 


The Post-Tens package of the General 
Foods Corporation has been awarded top 
honors in the packaging competition of 
the American Management Association. 

The Post-Tens package, which thus 
achieves distinction as the outstanding 
package introduced during 1941, was 
selected by the Jury of Award from a 
field of almost 200 entries, which in 
turn were nominated from the field of 
all new packages by “package detectors” 
designated for different regions of the 
country by AMA. 

Presentation of the Wolf Trophy for 
the winning package and of certificates 
for packages receiving honorable men- 
tion will be made during the Packaging 
Exposition, to be held at the Hotel 
Astor, April 14 to 17. 











the subjects being considered for discus- 
sion at the sessions are: war damage in- 
surance; insurance aspects of plant de- 
fense; a case-story analysis of the insur- 
ance needs of a typical manufacturing 
company; shortcomings of the insurance 
buyer. 

The Conference is being planned by 
committees directed by Reginald Fleming, 
Insurance Manager, The Commonwealth 
& Southern Corporation, AMA Vice 
President in charge of the Insurance Di- 
vision. 





Production Conference 


Scheduled for May 13-14 


Plans are now under way for the Spring 
Conference of the Production Division 
of the AMA which will take place on 
May 13 and 14 at the Hotel Astor, New 
York City. Meetings of the Planning 
Council are being held under the direc- 
tion of the Divisional Vice President, L. 
C. Morrow, Editor, Factory Management 
and Maintenance. 

Surveys of members’ interest in produc- 
tion problems indicate that the meeting 
will be devoted principally to such sub- 
jects as: 

METHODS OF FILLING MANPOWER 
NeepDs: Breaking down jobs so that 
women can replace men; making effec- 
tive use of older and handicapped em- 
ployees; obtaining deferments for key 
employees. 

KEEPING Up PRODUCTION MORALE: 
What can be done to make graveyard 
shifts more attractive? How can pro- 
duction executives support and coop- 
erate with the personnel department 
on morale-building? How are unions 
cooperating with companies in stimu- 
lating enthusiasm? Induction methods 
that promote right attitudes toward war 
production. 

GETTING THE Most LIFE OuT OF EQuIP- 
MENT: Ways of encouraging employ- 
ees to handle tools more carefully; 
scheduling adequate maintenance under 
conditions of multiple-shift operation ; 
reorganizing the maintenance depart- 
ment for greater flexibility. 

GETTING THE Most PRODUCTION OUT 
OF EQUIPMENT: Union-management 
cooperation in increasing productive ef- 
ficiency; production planning and con- 
trol techniques for rapidly changing 
production load and varying character 
of output; securing government coop- 
eration in eliminating unnecessarily 
close tolerances; securing production 
balance through elimination of bottle- 
necks, 

Business Outlook 

(Continued from front page) 
military facilities, armament plants, and 
homes near defense factories will be 
permitted. 

An optimistic appraisal of our produc- 
tion problems is made by the Cleveland 
Trust Company: “War stuff is rolling 
off the lines in real quantity. ... It now 
seems evident that we are going to have 
at our disposal adequate manufacturing 
capacity, including machine tools. There 
are going to be sufficient resources of in- 
dustrial labor and even of skilled manage- 
ment, which is harder yet to secure... . 
Our toughest industrial problems are 
going to be those of securing sufficient 
amounts of the scarce metals and enough 
merchant shipping.” 











